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1. INTRODUCTION 

I .  In this Recommended Decision. the  Federal-State Joint Board on Universal Service 
(“Joint Board”) provides the Commission its recommendations regarding whether any services 
should be added to or removed from the definition of services supported by universal service. 
The Joint Board recommends that the Commission retain the existing list of services supponed 
by universal service. Generally. we conclude that no new service satisfies the statutory criteria 
contained in section 254(c) ofthe Communications Act of 1934. as amended (“Act”). and that 
the public interest would not be served by expandine the scope of universal service at this time. 
We have been unable to reach agreement, hoxever. on &hether equal access satisfies the 
statutory criteria and should be recommended for inclusion. Accordingly, in this document. we 
provide for the Commission’s consideration a descnption of the two positions on thls issue. 
Similarly, we conclude that the existing services satisfy the statutory criteria and should remain 
in the definition of supponed services. The Joint Board continues to believe that the definition 
of universal service must strike the appropriate balance between ensuring the availability of 
fundamental telecommunications services to all Americans and maintaining a federal universal 
service fund of sustainable size. 
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11. BACKGROUND 

2 .  Section 254 of the Act codified the Commission’s historic commitment to advancing 
universal service by ensunnz the affordability and availability of relecornmunicarions services 
for all Americans. Specifically. section 254(c) directed the Joint Board to recommend and the 
Commission to establish a definition of the telecommunications services that will be supponed 
by the Federal universal service suppon niechanisms: Secrion 254(c) states that  when choosing 
this list of telecommunications services. the Joint Board and Commission “shall consider” 
whether the service is ( I )  essential to education. public health. or public safet); ( 2 )  subscribed to 
b) a subsrantial majonty of residential consumers; ( 3 )  being deployed by telecommunications 
camers in public telecommunications networks: and (-1) consistent with the public Interest. 
convenience and necessity’ The Commission and Joint Board have concluded that each of these 
criteria must be considered. “but nor each necessarily met, before a service may be included 
within the general definition of universal service. should it be in the public interest.”‘ 

3. Section 254(b) also sets forth principles upon which the Joint Board and Commission 
shall base policies for the preservation and advancement of universal service. These principles 
include: I )  quality services should be availahls at just. reasonable. and affordable rates; 2) access 
to advanced telecommunications and information sewices should be provided in all regions of 
the Nation; and 3)  consumers in all regions of the Nation should have access to 
telecommunicarions and information services that are reasonably comparable to those services 
provided in  urban areas and that are available at rate5 that are reasonably comparable to rates 
charged for similar services in urban areas.’ In addition, the Commission adopted another 
principle not identified in section 254(b). competitive neutrality.6 The Joint Board and 
Commission have stated that universal service policies should strike a fair and reasonable 
balance among the principles identified in section 254(b) and the additional principle of 
competitive neutraliry. 7 

4.  Section 254(e) states that only eligible telecommunications carriers (“ETCs”) 
designated pursuant to section 2 14(e) shall be eligible to receive federal universal service 
suppon.R To be designated an ETC pursuant to section 214(e), a carrier must throughout its 
service area “offer the services that are supponed by Federal universal service suppon 
mechanisms under section 254(cj.”’ Thus, providing the services included within the definition 

’ See Id. 

Id 

‘ Fr,‘ifrai-StoreJot,i, Roardon bviversolSen,,ce. C(’ Uuckcl No. Yh-45. Rcpun and Order. I ?  f:CC Rcd 8776. XXOY 
pan. 61 (1997) (“Ftrsr Report and Order”) (subsequent hlslory ornilled). 

’ See 47 U S.C. 

” First Report and Order, I2 FCC Rcd at 8801. paras. 4648 .  

254(b) 

ld a t  8803, para 5 2 .  

4: u S.C. $ 3 4 ( t ) .  

‘ 4 7  u.S.C. 6 2 iqe ) .  
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of supponed services is a prerequisite to beinp eligible for federal support. Moreover. section 
2M(e) states that ETCs shall use suppon “only lor the provision. maintenance. snd upgrading oi’ 
facilitie5 and services for which the suppon I S  intended.” Pursuant to section 254(b). federal 
universal service funds are intended to suppon the services included within the “definition of the 
s e n i x s  that are supported by Federal universal service 

5 .  On May 8, 1997. the Commission adopied the Joint Board’s recommendation to 
define “telecommunications services” in a lunctional sense. rather than  limit the definition to 
tanffed sen)iceb. The Commission generally adopted the Joint‘s Board’s recommendations and 
defined the “core” services that will he supponed by universal service as the following services 
or functionalities: single-parry senjice; voice grade access to the public switched network: 
DTMF signaling or its functional equivalent, access to emergency services: access to operator 
sen’ices; access to interexchange services; access to directory assistance; and to11 limitation 
services for qualifying low-income consumers.” 

6. Section 254 also permits the Joint Board to recommend and Cornmission to alter or 
modify the list of supported services “from time to time.”” On December 21. 2000, the 
Cornmission requested the Joint Board to “review the definition of  the ‘core’ services supponed 
by the Commission’s high-cost and low-income universal service suppon mechanisms under 
section 254(c)(l) of the Act.”” In response to the R+rd Order, the Joint Board released a 
public notice seeking comment on the services, if any, that should be added to or removed from 
the list of core services.” The Public Norice specifically sought comment on whether advanced 
services. soti dial tone. intrastate or interstate toll, expanded area service, and prepaid calling 
plans should be added to the list of core services and whether the definition of voice grade access 
should be modified. 

111. DISCUSSION 

7 .  For the most pan, we agree with the vast majority of comments received from 
interexchange camers, local exchange carriers (“LECs”). wireless carriers, and state public 
utility commissions that the current list of supported services should not he expanded because no 
services proposed in this record sufficiently satisfy the statutory criteria contained in section 
254(c). Generally, the Joint Board does not recommend that the Commission expand the 
existing definition of services that are supponed by federal universal service at this time.” 

17 U.S C E 254(b) 1 “  

I ’  Fmt  Rcprri o,dOrdcr. 12 FCC Rcd at 8x09. p x a  h l  

.1 

’~ SU 47 u.s C + ?54(C)  

I ’  Federal-Srarc Joint Boordun tiniwrmiSeniri. CC Dockcl No 964j3  Ordcr. I 5  FCC Rcd 2 5 2 5 7 , 2 5 2 5 8 ,  pan. 3 
(2000) (“Re/erml Order”). 

Federal-Sroie Joinr Board on tinrversal Service Seek Commenr on Revrm. ufrhe Dejnirion o/ Universal Senice, I$ 

CC Docket No 96-45. Publtc Notice. FCC 01-J-I. 66 FR 1M61 (rel. Aug. ?I.ZOol) (“‘fub/icNo/rce”). 

’~ See. r.g.. AT&T CommenLs: BellSouh Comments. Cellular Tclecommunlcaiions and In~emel Associaiion 
Comments: Florida PSC Commenu: Maryland PSC Comments; Spnnl Commenls. USTA Comments. As discussed in 
parawph I 7  below, h i s  recommendation is no1 intended IO S U ~ ~ K S I  either a conuaclion ofcurrenily allowablc costs or 
3 contraclion ofcurrcnlly allowable uses. 

3 
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However. "e have been unable to reach agreement oii whcther equal access should be 
recommended for inclusion in the list of cor? service. We provide two positions on this issue fur 
the Commission's consideration. We also believe the current list of core services continue to 
satisfy the section ?54(c) criteria and do not recommend that the Commission remove any of 
them from the list. We support the Commission's conclusions in the f i r s t  Repori aud 0idt.i. that 
the current definition of universal service is necessary tn ensure that all consumers have access to 
the fundamental telecommunications senices thai  are necessary to utilize and enjoy the public 
telecommunications network 

8. As pan of our consideration of the public interest criteria and the principle of 
competitive neutrality, the Joint Board considered the impact ofadding a service to carriers' 
eligibility for ETC status when determining its recoinmendations. Changes to the definition of 
universal service affect the requirements for eligibility to receive support, because federal 
unibersal service support may only be provided to ETCsih that must. among other things, be able 
to offer al l  of the services included in the definition throughout its service area. Requirements 
that do not unduly prevent new entities from achieving ETC status may serve the public interest 
and be competitively neutral because they may increase competition. which may lead to 
innovative new services and lower prices. Moreover. changes that eliminate all potential ETCs 
in a given area would undermine the goal of providing universal service to all areas. 
Accordmgly, we conclude that  i t  is appropriate to consider the impact of adding a service to 
carriers' elizibility for ETC status under the public interest criteria and the principle of 
competitive neutrality when determining whether to modify the existing definition of universal 
service. 

17 

A. Advanced or High-speed Services 

1. Background 

9.  In the Public Notice, the Joint Board sought comment on whether advanced or high- 
speed services should be included within the list of core services.i8 Although most comments 
refer to both of these services as "advanced services," for purposes of our recommendation. we 
will use the te rns  "advanced" and "high-speed" in the same manner as did the Commission in its 
section 706 inquiries." The vast majority of co rnen te r s  do not support the addition of 
"advanced services" to the definition of  services supported by universal service.*' A small 

I n  see 47 u.S.C. 5 ?%(e) 

Sce47L!SC,9114(ei  

Puhlic h i m c  at 3 

The Comtsslon has used the term "advanced service\" to describe services and facilities with an upsiream 
(cusiomer-irrprovider) and downsmeam (provider-to-cusiomrr) mnsmission speed of more than 200 kbps. In addiuon, 
the Commission has used the term "hlgh-speed" to dcscnbe services wilh over 200 kbps capability In at lea51 one 
direciion. See Depio.vnienr ofAdwnced 7elecomrnun~a1ionr Capabiiin 10 AI/ Americuns in u Reasonable and Timeme()' 
P-oshion. CC Docket No. 98-146, Reporr, FCC 02-33 (rel. Feb~ 6,2002) a i  paras. 8-12 ("Third 706 Report'). Advanced 
and high-speed services enable "users lo onginate and receive high-quality voice, data, graphics, and video 
rclecommunicaltons." Third 706 Reporr ai para 8~ 

'"See. e g . .  Ad H o c  Comments at 5-13; AT&T Comments: AT&T Wireless Commenls; BellSoulh Cornmen& at 6 ;  
Compeiitive Universal Service Coalition Commcnis at 9-13: Slate of Florida Commenls ai I ,  Illinois Commerce 

,. 

I X  

I 9  

(continued .... ) 
4 
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number representing small or mral telephone companies. however. express support for includin: 
“adbanced services” to ensure that  such senlces are deployed in rural and high-cost areas 2 1  

2. Discussion 

10. Section 254(c)( I )  states that ‘[u]niversal service is an evolving level of 
telecommunications services” and that the Commission shall “tak[e] into account advances in 
telecommunicarions and information technolosies and Moreover. the I996 Acr’s 
legislative history shows that the Commission has “speci’fic authonry to alter the definition from 
time to time” in order to “take inlo account advances in telecommunications and infomarion 
technolog4”’j 

I I .  Since the Act passed in  1996. there have been significant changes in the uses of the 
telecommunications network. The Internet has evolved rapidly and is now widely used in 
personal and business communications. Not only has Internet connectivily become 
commonplace. but broadband and other advanced services are becoming much more available. 
Nevertheless, based on  our consideration of the record and the relevant statutory cnteria, we 
conclude that advanced and high-speed services currently do not meet the Act’s criteria for 
inclusion in the list of  supported services. Therefore. the Joint Board does not recommend that 
the Commission expand the definition of  supported services to include advanced or high-speed 
services at this time. 

12 We recognize that high-speed or advanced services can be extremely beneficial to 
some consumers by enabling subscribers to rapidly access Internet resources that may be related 
to education, public health. or public safety However. the issue for universal service is whether 
such access is “essential” to consumers generally and residential consumers particularly. 
,Advanced or high-speed services do not appcar to be “essential” for consumers to access such 
resources, In fact, many such resources are readily accessible through alternative means, such 
as by voice telephone or dial-up connections to the Internet. We also observe that students and 
others have significant access to advanced telecommunications services at schools and libraries, 
in part due to federal universal service funding through the schools and libraries support 
mechanism.” 

24 

After considering all of thcsc factors. we decline to find that high-speed or 

(...continued from previous page) 
Commission Comments at 4:  Iowa Utilities Board Comrncnb at 3-6. Maryland Public Service Commission Comments 
ai j. New Yorh Slate Depanmrnt o ipuhl ic  Senicc Coinrncnt5 ai 1-5. Quest Cornmenis a1 4. SBC Comrnunicntions 
Cornmenis ill 8- I I .  Spnnl Coinmcnts a i  3-8. Unlied s13lc> Ccllular Corpurslion Commenls a1 2-7. Venzon Comments 
:)I h-?. Vcrizon Wirclcs, Comment, ill 4. \Vorldcom C oni i i icn is  JI ?-j 

~” See. r g . .  Llonlana Telecommunicalions Assoclallon Reply C;omrncnb a1 2 .  NTCA Comment5 a1 6; Valor 
Telecommunicauons Commenls a1 3.  

~- 47 USC 254(c)( I i 

-~ Joint Explanatory Slalement ai 13 I 

”Sw. e g  , Ad HOC Comments at 6. A T & T  Wireless Comments at 2-3: New York Stale Depameni  of Public Service 
Comments ai 5 ,  Worldcom Comments ar I?. 

1 1  

11 
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advanced seTtces at  this time satisfy the criterion that supported senices be essential to 
education. public health. or public safet\ at  this time. 

13 Moreover. advanced and high-speed services are not subscrihed to by a substantial 
majonty of residential 
percent of American households subscribed to advanced or high-speed services as of June 
2 O O I . ”  The Commission’s data is consistent with data from the Department of Commerce, 
which shows that 10.8 percent of the populatton subscribe IO hixh-speed or advanced sen>ices:‘ 
In addition. the Department of Commerce indicates that only 56.5 percent of all households ha\,r 
computers and could benefit from advanced or high-speed services.’9 Furthermore. only slightly 
more than halfof a11 households (50.5 percent) subscribe to any  form of Internet access.” Based 
on this information, we find that advanced or high-speed services fail to satisfy the “subscribed 
to by a substantial majority of residential consumers” cnterion. 

The Commission’s Third 706 Reporr reveals thal only seven 

li- 

I ? .  At this time. advanced and high-speed services are being deployed by many 
telecommunications camers in their networks, According to Commission information, high- 
speed Internet access service is now available to approximately 75.80% of all the homes in the 
United States via DSL or cable modem service.31 Thus. although such services are available. 
there is no evidence that they have been subscribed to by a substantial majority of residential 
consumers. as noted above. 

I 5  In addition, the record suggests that adding advanced or high-speed services to the 
definition of supported services would be contrary to the public interest due to the high cost of 
requiring the deployment of such services.” Several commenters reference the National 

( ..continued from previous page) 
’’ By 2000. 77% o f  public schools used dedicated lines. including 56 kb. T I /DSI ,  fractionalized TI, T 3 D S 3  B: 
fractionalized T3, to access h e  Internet .  249“ used other coni inuou~ connections, such as ISDN, wireless and cable 
modems. See Oflice olEducational 8r Research Improvement. U.S Depanment of Education, Pub. No. 2001-071. 
lniemei Access in  U.S Public Schools and class rooms^ 1994-2000 (May 2001). 

” S ~ F .  e y ,  Ad Hoc Comments at 6-7. AT&T Comments a1 2. A T & T  Wireless Comments a1 3 4 ,  Flonda Publlc 
Sen’icc Commission Comments a i  I: N e b  York Slate Depanment o i  Public Service Comments at 1. N.E. Colorado 
Cellular Reply Comments at 3; Qwest Comments at 34. Spnnl Comments at 3; Venzon Wireless Comments ai 4.  

- ,. Third 706 Repori at para 119. 

-“See Ll S Depanmrni orComrnercc, Economics 2nd Slatistics .4dminisintion. National Telccommunicaiions and 
Information ,Adniinistraiion. .A .Voi,on f h i l im  
39-40 (“A .\ l l i ,O~, Onirnr”) 

tioil 4mcucom~ ow E ~ r p o ~ / ~ n ~  Their Use ofihr i iw rw i  (Fsb 2002) at 

Id at 5 

io Id 

Sec I n q r o ~ ’  Conre rnq  HighSpeed Acces.r io ihe Inremet Over Cable and Other FacdiIiKs, lnlKmK( over Cable 
Declararon Rulmg, Appropriare Regularon Treanent,/or Broodbond Acres IO the Inremet Over Cable Faciliries, 
GN Docket No. 00- 185. CS Docker No. 02-52. Declaratory Ruling and Notice of Proposed Rulemaking, FCC 02-77 
(rcl March 15. 2001) ai  para. 9 (“Cable Decluroion Rulmng”) and Thwd 706 Report at p m .  28. 

J I  See. eg., Compeiilive Universal Service Coalition Comments at 12; Iowa Utilities Board Comments a i  4; United 
Slates Cellular Corporation Comments at 7, Venzon Comments at 6 (“Moreover, h c  cost of upgradrng h e  telephone 

6 
(continued .... ) 
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Exchanse Carrier Association‘s (NECA) Rural Broadband Cost Study. which estimated that i t  

would cost S 10.9 billion to upgrade the mral study area lines in NECA‘s common linc pool to 
DSL capability to meet an assumed demand of only 20 percent ofthe population.” As nored h! 
the Iowa Utilities Board. this estimate did not include other expenditures necessar) to provide 
high-speed services. such as digital subscriber line equipment, transport. or maintenance.” 
Qwesr says i t  would cosf approximately 53 billion to offer DSL throughour its service areas in 
four states - Colorado, South Dakota. Washington. and W y ~ m i n g . ~ ’  If advanced or hi,oh->peed 
services were added to the list of supponed services. i t  could dramatically increase the financial 
burden placed on carriers and, ultimarely. consumers. Consequently. because market forces 
continue to encourage the deployment of advanced and high-speed services. we do not believe 
that i t  would be in the public interest to substantially increase the support burden by expanding 
the definition of universal senice  to include these services. 

16. Moreover, inclusion of advanced or high-speed services in the list of supponed 
services might violate the principle of competitive neutrality at this time.” The advanced and 
high-speed services market. along with the technology capable of providing and utilizing such 
services. is continuing to evolve and grow at  a rapid pace. Several commenters express concern 
that if advanced or high-speed services were added to the list of core services. only a limited 
se-pent of the providers of such services would be eligible for support, as many (e.g., cable, 
satellite, wireless) do not provide the other core telecommunications services. Consequently, 
because some advanced or hizh-speed service providers would be ineligible for universal service 
suppon, adding these services to the list of core services might skew market trends by creating 
financial incentives to deploy advanced or high-speed services over certain platforms. 
Therefore, were advanced or high-speed services supponed at this time, we fear that we may 
discourage providers from participating in public-private partnerships or other market driven 
approaches that have proven effective thus t r ,  as indicated in the Commission’s Third 706 
Repo~t . ’~  

1 7  

1 7 ~  Furthermore, adding advanced or high-speed services to the list could jeopardize 
suppon currently provided to some camers. For example, some camers, such as wireless 
camers and some small wireline LECs, would no longer be eligible for universal service support 
because a significant number are not now capable of providing advanced or high-speed services 

(.. conlinued from previous page) 
network to provide advanced and high-speed access services would more than mple the size of the universal service 
fund ”). Venron Wireless Cornrnenta at 6. SBC Comment, at 8: Worldcom Comments a1 18-20 

” Sec National Exchmfe Carrier Aswcialion. NEC4 K u r d  Hroadbund Cost Sludy - Exccutivc Summar). (2000) 31 7 

Iowa Utilirics Board Comments a1 4 

Qwest Comments ai 2 .  n.7 

See. e g  , Ad Hoc Comments at I I. 12. Illinois Comrnercc Commission Comments ai 4: Spnni Comments at 4-6: 

J5 

16 

Unjied Stales Cellular Corporalion Comments at 2-4 

See. e .g~.  Flooda Public Service Commission Commenls ai 7: Worldcom Comments at 17-1 8 

The Commission concluded in the Third 706 Repori that advanced telecommunicaiions capability is being deployed 

I’ 

Id 

io all Americans in a reasonable and timely rnanncr. Thwd 706 Repori ai para. I 
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:4 or do not do SO throughoiil their service a rea )~  
eligible for universal sen,ice suppon and rniyht  reduce consumer choice in rural and high-cost 
areas. .Accordingly, we believe that inclusion ofadvanced or high-speed services in the l i s t  of 
core services could stifle competition among various types of eligible telecommunications 
camers and would not serve rhe public interest. 

This would reduce the number of providers 

18. Although we do not believe advanced or high-speed services satisfy the statutory 
criteria necessary for inclusion in the definition of supponed services at this t~me. the Joint Board 
shares the Commission's commitment to ensunng that appropriate policies are in place to 
encourage the successful deployment of advanced services. Indeed. section 254(b) of the Act 
provides that the Joint Board and the Cornmisslon shall base policies for the presenmion and 
advancement of universal service on several principles. including the ability to access advanced 
telecomm~nication~ and information sewices in all regions of the nation." Accordingly, w e  
ful ly suppon the Commission's concluiion tha t  "our universal service policies should not 
inadvenently create barners to the provision or access to advanced services, and believe that our 
current universal service system does nor create such barners."" Thus, even though advanced 
services are not directly supported by federal universal seTvice. "[Commission] policies do not 
impede the deployment of modem plant capable of providing access to advanced 
We believe that  the Commission's policy of not impeding the deployment ofplant capable of 
providing access to advanced or high-speed services is more appropriate than directly supporting 
such services a t  this time. As a result. we agree that  it is appropriate to make clear that  the 
facilities installed by camers should nor create barners to the future deployment of advanced 
services. and that the actual deployment of  advanced services should be monitored, along with 
possible universal service impIication~.~7 Currently. however, we do not recommend that the 
Commission add advanced or high-speed services to the list of core services. 

19. Finally, we observe that the Commission is currently seeking comment regarding the 
appropnate classification for wireline broadband Internet access services.44 In the Wirel ine 

See. eg.AT&T Wireless Cornmenis a i  5, Coinpetilive Universal Service Coalition Commenls al 3 '9 

'"See 47 U.S C. $ 254(b) 

Federal-Srare Joint Board on Linnersol S e n x e  Mulr!-A i ~ n c m i o n  Group (MAG) PlonJor Regularion o/lnrefwore 
Srwces c,/./io.on-frice Cap Inmmbenr Loco1 E.rchuvgRr Curriers and lntererchange Curriers, CC Docket Nos. 96-45, 
00.256, Founeenih Report and Order. Twenty Second Ordcr on Reconsideraiion. I 6  FCC Rcd I 1244. 1 1322, para. 199 
(200 I ) ~"F~~rvtceriih Reporr and Order") 

3 ,  

Id a i  I l j23, para 200 

A l i h o u a  this proceeding 1s pnrnanl? iocuscd on [he definiiion ofsupponed senicei. ih r  Joini Board recognizes ihar 
a common netwurk IS buili and used io provide a vane iy  of henicch Thc Join! Board believes ihai Ihc neiwork 
supporred by uni~ersal semice funding i s  an evolbing plaubmi hhich musl be built in an inlegated iashion so as no1 to 
impede h e  provision o i  new or advanced hcw~ces 

.~ 

4 1  

u See Approprlatt~ Frommorkfor Broadhond Access lo the lnrerner over Wireline Fudiiies, tinrversoi Service 
Oh1igarion.c ifBmodhand Providerx Compirrer Ill t-irrher Remand Proceedings: Be// Operaring Company Pro vision 
olEnhonerdSeniccs: 1998 Biennial rcp laron R e v m  - Rewru ojCurnpurer Ill and ONA SofPgirord.Y ond 
Reqwemenrs. CC Docker Nos. 02-33,95-20,98- IO. Notice of Proposed Rulernaking. FCC 0242 (rel. Feb. 15.2002) 
(" Wireline Bmodband .Vorice"). 
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Broadhand l.o/ice, the Commission tentatiiel! concluded that wireline broadband Internet 
access service IS an  "information service" and that the transmission component of that scrvics i s  
'.telecommunicati[)ns."~~ Should the Commission reach such a final conclusion. broadband 
Internet access services couHnot be included within the definition of supported services. 
because section 254(c) limits the definition of supported services to telecommunications 
services. 46 

6. Modifying Voice Grade Access Bandwidth 

1. Background 

20. The Commission's rules define voice grade access as "a hnctionality that enables a 
user of telecornniunica~ions services to Iransmit voice communications. including signaling the 
network that the caller wishes to place a call, and to receive voice communications, including 
receiving a signal indicating there is a n  incoming call.'J' The Commission originally adopted a 
voice grade frequency bandwidth of 500 to 4.000 Hertz, bui later reduced i t  to 300 to 3.000 
Hertz, because the latter definition was more consistent with industry practices and _euidelines." 
Although the definition does not reference the transmission of data. the Joint Board and 
Commission noted in the F i r s /  Reporr  and Or&?- that voice grade access to the public network 
usually enables customers to secure access to an Internet Service Provider ("ISP'), and thus. to 
the Internet." The Commission declined to support "a network transmission component of 
Internet access beyond voice grade access," however, after i t  concluded that access to Internet 
services is not essential to education, public health or public safety and that the record failed to 
demonstrate that a substantial number of residential consumers subscribe to Internet access 
services above dial up l inks.5o In 1999. the Commission's Common Camer Bureau sought 
comment on requests by the Rural Utilities Service and three slate commissions to revise the 
bandwidth requirement to 200 to 3,500 Hz. based on concerns that the current definition does not 
ensure that subscribers using 28.8 kbps modems for Internet access in rural areas can achieve 
data transmission speeds reasonably comparable to those achieved by subscribers using the same 
modems in non-rural areas." The R e f e r r d  O r d e r  instructed the loinr Board to consider the 
comments filed in response to the Common C a r r i e r  Voice Grade  Public Norice when issuing its 
recommendation in this proceeding. The Public Norice specifically invited commenters to 

I' id. at pan 17 

Bur.see Fowieenrh Reporr andorder, 16 FCC Rcd a t  I 1322. para. 200 

1 7 C F . R  $ j 4 . l 0 l ( ~ ) ~ l l  

t~ederal-Siorr Joini Board on Universal Semire,, .4crr,rr Charge R<;/om. Price Cap Peflomrance Revioi /or Local 

16 

dk 

Exchange Carriers. Tronspori Rare Srrucrrwe and Pricing, End Lirr  Common Line Charge. Forrrrh Order on 
Reconsiderairon. CC Docket No. 9645. Repon and Order. CC Docket Nos 9645.96-262, 94-1,91-? 13, 95-72, I 3  
FCC Rcd 53 I X ( I  997) ("Fo~wih Order on Recon") 

Firs, Reporr and Order. 12 FCC Rcd ai 8812,  para. 83 

Id. a i  12 FCC Rcd ai 881 I-I2,88?3, paras 64 and 83 

Common Curler  Bureau Seek Comment ON Rryuesrs IO Redefine "Voice Grade Access "[or Porpo.~es ofFederal 

a" 

1" 

5 ,  

Umrversol Senvcr Suppori, CC Darkel No. 9645. Public Norice, DA 99-2985 (rel. December 22. 1Y99) ("Common 
Carrier Voice Grade Puhlrc ,Voricr"). 

9 
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update the record on the definition of voice prade access. including whether support for a 
network transmission component of Internet access beyond the existing definition of voice grade 
access is  wananted at this time.’’ 

? I .  While most commenters oppose any change, several representing small rural LECs 
suggest that the  definition of voice grade access bandwidth be expanded to 300 to 3.500 Hertz.’’ 
These co rnen te r s  raise concerns that the existing definition is insufficient to enable consumers 
In rural areas to experience dial-up modem speeds of 28.8 kbps. They assen that changes ro the 
definition are necessary to ensure the comparability ot‘dial-up speeds tn rural and urban areas 

2. Discussion 

17. The Joint Board recommends that the Commission retain the existing definition of 
voice grade access. Although we believe the commenters who have proposed to expand the 
bandwidth to 300 to 3.500 Hertz intend to improve dial-up modem speeds in rural areas. it is not 
certain that commenters’ proposed modification will accomplish this goal. Moreover, we agree 
with commenters that argue the proposed modification does not satisfy the statutory criteria 
contained in section 254(c).” 

7;. W e  conclude that expanding the bandwidth ofvoice grade access to 300 to 3,500 
Hertz to improve dial-up speeds would not serve the public interest. We do not believe universal 
service policies should require carriers to invest additional funds in mature narrowband 
lechnologies. The record indicates that upgrading networks to comply with the expanded 
bandwidth requirement would significantly increase the size of the universal service fund, which 
would increase the cost of the core services IO all consumecs.55 According to comments in the 
record, however, even if carriers complied with the expanded bandwidth requirement, consumers 
would not necessarily experience improved dial-up connection speeds, because modem speeds 
are also dependent on other factors that are outside of carriers’ control. such as signal to noise 
ratio, CPE. location of the ISP. and inside wiring.” Consequently, the purported benefits of  
expanding the bandwidth of voice grade access may be illusory Moreover, these upgrades 
might degrade voice quality over long loops and divert carrier funds from investments in 

’’ Pub1,c .Yorice a1 3 

See Montana Universal Service Task Force C o r n e n e  at 19. Monlana Telecommunications Association Reply 51 

CommenL5 at 2 ;  RUS Reply Comments a i  5 

See e: BellSoulh Comnicnts a i  5.6. Florida PSC Coninieni, a i  X-9. SBC Commcnu 31 6-X: Venron Cornnients at 5, 

5-6 

See. eg.. ATGLT Commens to Common Corner Voice Grade Public iLoricc a i  9 (estimallng thal [he cost o f  replacing 
line card5 and line m i i s  serving over 170 million lines could exceed S I O  billion): LJSTA Comments to Common 
Carrier I “,re Grade Pddrc Nolice at 5 (changes would be “extremely costly”): NECA Commenls Lo Common Carrier 
I’oice Grade Puhl1c Norrce a i  3 (cos& are likelb io  bc iubitanual. cos1 o f  load coil removal alone estimated to be as 
h~ghasS1.400perloop) 

S i  

IO See. e.& AT&T Commenls lo  Common C a r &  Vmce Gradc Puhlic Norice at I O -  I I; GTE Comments 10 Common 
Lamer  Voice Grade Public Nurice at 8- 13; Nonel Commens to Common Carrier Coice Grode Public Nofire at 4; 
USTA Commenls to Common Carrier Voice Grode Public Norrce a i  6-10; BellSouth Commens at 5-6; Florida PSC 
Commens at 8-9: SBC Commenls at 6 4  
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advanced services. Therefore. we conclude that the publlc interest would not be served by 
increasing substanrially the cost o f  universal service to all consumers mere11 to gain the potential 
to increase incrernenrally dial-up modem speeds. 

24. Furthermore, the record is unclear on whether telecommunications carriers have 
deployed loops that meet the proposed 300 to 3.500 Hertz bandwidth. Previously. the 
Commission adopted a bandwidth of  300 to i.000 H e m  because if  was consistenr with then- 
current industry practices and _euidelines.” Commenters in this proceeding have not provlded 
information indicating tha t  these standards have chanyed or statistics on deployed plant that 
would demonstrate that wireline loops are senerally capable of providing 300 to 3.500 Hertz of 
bandwidth today.” Because the record does not demonstrate that wireline camers currently 
meet the expanded bandwidth throushout their service areas, we are concerned that a 
modification to the bandwidth of voice grade access could render many existing wireline ETCs 
ineligible for federal suppon. The record also indicates that most wireless technologies are 
unable to provide 300 to 3,500 Hertz of bandwidth.” Therefore. modification of the definition 
would preclude most wireless carriers from being designated ETCs, even though they may be 
able to provide acceptable voice service. \Ve conclude [hat neither of these outcomes would 
sewe the public interest. 

2 5 .  In  addition to questions surrounding the efficacy of ihe proposal and its impacts, the 
Joint Board concludes that the modification was proposed solely to increase modem speeds to 
access the Internet and that this functionality fails to satisfy two additional statutory criteria. 
Although consumers are increasingly utilizing the Internet to access information. a network 
transmission component of Internet access. whether i t  is 14.4, 28.8, 56, or some other speed, is 
not “essential to education, public health. or public safety” at this time, because no community or 
public services agencies are available exclusively over the web.60 Neither is the network 
transmission component of Internet access “subscribed to” by a substantial majority of  
residential consumers.“ Even if consumers that subscribe to Internet access are deemed 
”subscribers” to the network transmission component of Internet access, this proposal would fail 
to satisfy this criterion because only 50.5 percent of US households use computers to access the 

’‘ t w n h  Order on Recon, 13 FCC Rcd ar 5329. pard I b 

RUS noted that 3Com’s website indicates thal a rnajont? or phonc lines in North America can suppon j6k 
However. Montana Universal Service T3Sk 

SX 

RES Comments 10 Coninron Cawier I ?,ice G,.nJe P i rh i i i  .Vniicr 31 7 
Forcc stalcd that ai  least soinc carriers cannor providc rhc cxpandcd bandividrh tlwoughout their enlire servicc arcas. 
Muniana Univcrsal Service Tash Forcc Rcply CoinmenLs nl 12 -\ rccrnt stud1 o l rwcnry- f i ic  rcgions In Micli igon 
conducted by the Michigan Economic Development Corpordtiun supports Montana Universal Service Task Force’s 
assenions That arudy found b a t  six o f  [he rwenry-fib? regiuns tesred expcncnce dial.up speeds between 10-28 
kbps See Michigan’s Dial-up Speeds. How Slow Can You Go? i rc l  Feb. 13. 2002) 
c h u p : / l m e d c . m i c h i g a n o r g : n e w s ! c o r n b o . a s p 7 7 - ~ 7 B F - 9 ~ B ~ -  
CE I E44B3hFCD&Queueld= I &ConrentTypeld=?>~ 

See US Cellular Corporation Commenls at 2 - 3 ~  IV 

“See  47 U.S.C 4 Zj4(c)( I ) (Al .  

’’ See 17 U S.C. g 254(c)( I)(B) 
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1n tern et .“’ 
26.  Although we do not recommend that the Commission modify the currcni definition of 

voice y d e  access at  this time. we recognize that Internet access I S  becoming increasingly 
important to consumers’ daily lives. Accordingly, we will continue to monitor the development 
and usage of the network transmission component of Internet access. If usage of this service 
continues to grow, the Commission might, in the future. wish to seek comment on the need for 
and associated costs of  including 3 specific data speed for the network transmission component 
of lnternct access to the definition of supported sen”Ices. However. we find that the 
circumstances at this time do not warrant 3 recommendation that the Commission alter the 
definition of voice grade access. 

C. Soft Dial Tone or Warm Line Services 

1. Background. 

27 .  Soft dial tone or warm line senices enable an otherwise disconnected line to be used 
to contaci emergency services (91 I ) and [he local exchange carrier’s central business office. In  
the Puhiic Norice, the Joint Board sough1 comment on whether soft dial tone or warm line 
sewices should be included in the list of core services.“’ Specifically, we invited comment on 
the extent to which these services are essential to the public health or safety, and how such 
connections to eligible telecommunications carriers could be provided consistent with the 
principles of competitive neutrality 
dial tone or warm line services to the list of core services,65 a majority of  commenters object to 
adding such services to the definition of supported services.66 

b2 Although several commenters support the addition of soli 

2. Discussion 

28. The Joint Board does not recommend that  the Commission expand the definition of 
supported services to include soft dial tone or warm line services at this time. Rather. we 
conclude that the establishment of soft dial tone or warm line programs would be better resolved 
by individual states. In  fact, the record shows that several states. including California, Vermont, 
and New York. have already implemented successful soft dial tone or warm h e   program^.^' We 
accordingly agree with commenters who suggest that individual states may be in the best 
position to determine whether sofi dial tone or warm line is necessary and to establish attendant 

‘I A ,kaiiori ~ t i / ~ w  ill i 

,, 1 Pttblrc .\UIliC ut 3. 

hl Id 

See. e.p, Cal~lomia Public Uhliiies Commission Comrncnls ai 3 - 5 .  Iowa Uli l i i ies Board Comments ai 7 :  Uniled 05 

States Confcrcnce orCatholic Bishops. ri o/ Commcnlh 31 5 - 8  

See. e g  . AT&T Wireless Comments ai 4-5: BellSouth Cornmenis at 7. New York State D e p a m c n i  of Public hh 

Service CommenLs a1 6:  Spnni Commenis at Y 

6: St.r Ad Hoc Comments at 14-15: California Public Uiiliiies Commission Comments; New York Slaie Department of 
Public Service Comments at 6. 
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6K prograins 
carriers. w c  believe states may be bener suited to develop operational standards for soft dial 
tone/warm line service and define incumbent and competitive camers’ and 91 I agencies’ 
respective responsibilities. Scveral commenters assert that. absent such operational standards. 
the addition of soft dial tone or warm line services to the list of core services would likely result 
in confusion among carriers. 91 I agencies, and public safety answering We conclude 
that i t  would not s e n e  the public interest for the Commission to develop a national soft dial 
tone’warm line operational standard at this rime, because such action could conflict wi th  existing 
state programs and would eliminate state flexibility to establish programs that meet local needs. 
In addition. we find that the development of a single operational standard is outside the scope of 
this proceeding. Although we do not recommend inclusion in  the list of supported senices. we 
fully encourage states to continue to experiment with various soft dial tone and warm line 
programs and implementation alternatives. 

Moreover. because states have clowr ties t o  local public safety agencies and local 

29. We also find the record unclear regarding the impact that the addition of soft dial tone 
and warm line services would have on the size of the universal service fund. Because we believe 
it  is imponant for us to weizh carefully the costs of such services, we conclude tha t  the addition 
of soh dial tone or warm line services would be contrary to the public interest ai this time. In 
comments to the Joint Board, several conunenters assert that the cost of providing soft dial tone 
or warn  line senices would be 
Commission indicates that the state of California was able to implement a soft dial tone program 
with little or no cost.” Alternatively, some commenters claim that implementing soh dial tone 
on a national basis would have a large impact on the universal service fund.” Specifically, 
Venzon states that the addition of soft dial tone services to the list of core services “[w]ould 
reduce the overall utilization of outside plant loop facilities and switch line ports ...[ which] 
would have to be taken into accnunt in the cost inputs and assumptions for the Commission’s 
universal service proxy cost model, resulting in higher per-line support 
de~ails a variety of administrative costs thal would result from the addition of soft dial tone or 
warm line services such as “systems modification, billing modification, dedication of scarce 
numbering resources, and the development of new iniercamer and customer maintenance 

70 

For example, the California Public Utilities 

BellSouth also 

k c ,  e.g, .  AT&T Wircless Commenti at 5, BcllSouth Commenuar 7 :  New York Stare Depanmenr orPublic Service 6” 

Commenh at 6. WorldCom Reply Commenti a! 4 

Set, Texas 9-1 - 1  Agencies and lriational Emergency Number Association Comments at 3 (“. . . in stales where there is 6q 

nor an adopted state or local law or stalc PUC rcquiremenr relaied I O  rhc provision of soft dial toneluam line service, 
the provision u l r h i i  z e r ~ i c r  on il casc-hy-cax ba5is b> carriers wilhuut consistency or agreement on ihe 9- I - I 
operailonel siandards pruccssr, can polcnnall> crcatc c i i n lu~ ion  “1. SBC’ Coninlenls at I I - 14. 

-“See 17 U S.C 4 254(c)( I )(D) 

See. e.g. ,  Ad Hoc Commenis ai 14: California Public Utiliries C-ommission Comments al 3-5: United States ’ 1  

Conference ofCalholic Bishops ri a/ .  Conunenli a l  I O -  13. 

-’California Public Uiililies Commission Commenls ai 4 

71 See. e..?. New York Slate Depanment of Public Service Commcnts at 6; BellSoulh Reply Commenb at 2-3, SBC 
Comments ai 12-14; WorldCom Rrply Commenb at 4. 

71 Venron Reply Comments ai 5 
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methods and procedures."" Other cementers. however. apree thar the costs of tmplsinentatton 
are unclear and urge the Commission to first initiate a stud! to determine the costs of proi.iding 
soft dial tone or w a r n  line sewices aiid before determining whether camers should be required 
to provide such services. 76 

30. Moreover, we are concerned that the implementation of soft dial tone or warm line 
services raises many unanswered administrative questions that may impact the cost of providing 
soft dial tone or warm line services. In  panicular, we believe i t  is important to consider whether 
soft dial tone or wann line sen,ices would include call-back capabiltt~.." Call-back capability 
would enable emergency operators to return calls made from an otherwise disconnected line. 
Although this feature would arguably have additional public safery benefits, i t  would require 
mainmining the preexisting assigned phone numbers for the disconnected lines. which would 
possibly strain scarce numbering resources.'* Other commenters express concerns resarding the 
length of time that the service would be offered on a line79 and the interaction between sofi dial 
tone and number portabilitys0 Indeed. depending on how these issues are resolved, the overall 
cost of soft dial tone or warm line services could vary significantly. Accordingly, because the 
ultimate cost of sofr dial or warm line sen)ices to the fund is unknown at this time, we conclude 
that it would not presently he in the public interest to add these services to the list of core 
sewices. 

;I Additionally, we conclude that the expansion of  the definition of supponed services 
to include soft dial tone or warm line services might he inconsistent with the principle of 
competitive neutrality*' Soft dial tone and  warm line services are generally considered to he 
wireline services offered out of the local exchange carrier's central office. The record indicates 
that, currently, wireless providers are not capable of roviding a continuous connection to public 
safety answering points for all unactivated handsets! Moreover. the Commission recently 
concluded that i t  is technically infeasible at this time for wireless camers to develop and 
implement technical solutions that would provide public safety agencies with a call-back number 

' 5  BellSouth Reply Comments 3t 2 

Sce. e g . ,  Ad H o c  Commenls at 14; General Services Administralion Commentr at 1 I 

Scr. P g , Texas 9- I - I Agencies Commsnlr ai 3-3 

'See. ( 'g  , SBC Communicaitoni Comnienls ai I 2  

'Ste. c . 8 ,  Ncu York Stale Depanmen! 0 1 '  Public Senice Conlmcnli a1 6 

'6 

.. 

See. e . g ,  Verizon Rcply Comments ai 5 ("I! uou ld  also complicaic the adminisrration or  local numhcr pombtlirq. 
hecause numbers lh31 had been ported 10 another carner would nu lunzer he returned whcn a line was disconnected."). 
SBC Communications Cornmenu a! 12- 13. 

hl' 

S ~ C  e.g.. CTlA Commentr ai 6; Compeiiiive Universal Service Coalilion Comments ai 7 ("11 also may be a good 
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must providc."); SBC Reply Comments ai 2 - 3 .  Venzon Commenb at 7-8. 
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for calls from non-initialized phones.” Consequently. by adding soft dial tone or warn  line 
services to the list of core services. wireless carriers would no longer be able to qualify as ETCs. 
We therefore find that the inclusion of such services in the definition of supported senices 
would have a negative impact on competition. 

32. Finally. we are concerned that soft dial tone or warm line services may not be 
telecommunications services subscribed to by residential consumers.p4 Several commenrers 
assert that because individuals do not request soft dial tone or warm line service from a carrier. 
do not have any established contractual relationship with a carrier. and do not pay tees to a 
camer. individuals who receive these services may not “subscribe” to them. However. I t  I S  

unnecessary for us to resolve ttus question at this time, because, even if sofi dial tone or warm 
line services were subscribed to by a substantial majority of residential consumers. u’e do not 
recommend that  the Commission include these services within the definition of supported 
services for the reasons discussed above. 

D. Tull or  Expanded Area Service 

1. Background 

33. In the Tu.elf,h Reporr ond O r d e r ,  the Commission adopted measures to promote 
subscribership and infrastructure deployment in tribal ~ o m m u n i t i e s . ~ ~  Concerned with the cost 
of intrastate toll charges for low-income consumers in tribal lands, the Commission also asked 
the Joint Board to make a recommendation as to whether intrastate or interstate toll services or 
expanded area service should be included within the list of supported services.“ In  the Pirblic 
Norice, W K  explicitly sought comment on whether intrastate or interstate toll or expanded area 
services (“EAS”) should be ~uppor t ed .~ ’  

34. Only two commenters suggest that support should be provided for EAS or intrastate 
toll for low-income consumers.88 The state of Alaska argues that some amount of intrastate toll 
should be supported for low-income consumers in areas with no more than 500 to 1000 access 
lines to enable them to access critical community services that may not be located within the 
local calling area. Similarly, US Conference of Catholic Bishops (“USCCB”) asserts that EAS 
would allow low-income rural and tribal customers to access critical services located in a 

’’ See Rewsion orrhe Cornmisston i Rules To Ensurc Cornporthr1,h wirh Enhanced 911 Emergencv Calling Svsrems, 
M’T Docket  no^ 94-10?, ~on-/nriiali-edPhone.c. MI 81-43, Report and Order, FCC02-l2O(rel Apnl 29, 2002) 

Jer 47 L S C ?54(c)( I)(B). Ser. “ c .  Lenron Comn,cnt\ at 7 .  BellSouth Cnrnmenlr at 7: Ncu York Swte 5, 

Dcpanment o i  Public Service Conuncnli nl h.  n l i  

f2deral-Siore Join! Boord on t i n n w w i  Sen,tce, Promoriug Deplomlerrt arrd9ihscrrbership rn Unsemed and x i  

Undercemed Area,, Including Tribal and lnsuiar 4rea.r. CC Dockei No 96-45. Twclfth Repon and Order. 
Memorandum Opinion and Order, and Notice of Proposed Rulemnking. 15 FCC Rcd 12208 (2000) (“Twelfth Repon 
and Order“) 

” I d  ai 12238. 

Public Noiice at 3 4 .  

See Swte of Alaska Commenls ai 27-11. USCCB Cummenls at 13-20, 
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community of interest outside of the local calling m a .  Several other commenters. h0weLc.r. 
argue that E.4S and intrastate 1011 should nor be included within the definition because the! do 
nor satisfy the statutory 

2. Discussion 

35. The Joint Board does not recommend that  EAS or toll services be added to the list of 
supponed services at this time. Although we believe that some consumers may ha\e liniitcd 
abiliry to access critical sewices at affordable and comparable rates and without incurring io11 
charges. the record is insufficient to explain the actual extent of the problem, the cost of remedy. 
or whar critical services, if any. should be supported. Moreover. the record has nor provided 
detinitions ofEAS and local calling area that would take into account the vaned ways in which 
states have implemented EAS. Accordingly. we cannot recommend at this time that  the 
Commission expand the definition of supported senices to include toll or EAS and require all 
ETCs to provide these services. 

36. The United States Coun of Appeals for the Tenth Circuit, among other things. 
concluded the Commission failed to adequately define the statutory terms “reasonably 
comparable” and “sufficient” in the iVint/i Repon and Ordei-” and remanded these issues to the 
Commission for t’unher consideration.” The Commission. in  turn, released a Notice of Proposed 
Rulemaking and concurrently referred these issues to the Joint Board.” We believe that €AS 
and toll services may be related to the issues referred to the Joint Board. EAS and toll service 
support are means of expanding a customer‘s effective local calling area and ability to access 
basic essential health. safety, and educational resources. To the extent that EAS and toll services 
are related to the definitions of.‘reasonably comparable” and “sufficient,” the Joint Board may 
consider them in the context of our recommendation in response to the Nin/h Reporr and Order 
remand referral. 

E. Prepaid Calling Plans 

1. Background 

37.  In the Twel/,h Reporr and Order, the Commission asked the Joint Board to consider 
the advisability of  including prepaid calling plans within the definition of  supported services. 
Specifically, the Commission asked the Joint Board to examine whether suppon for such plans 
may give carriers sufficient financial resources ro extend service to low-income individuals 
whose service has been disconnected.” In  the Public ,\‘orice. we explicitly souzht comment on 

See.  e : ,  .4T&T Wlrelcss Comniene 31 4.  C ~ l i l u r n i ~  I’Ur i,’oinnicn~s ai 5-6.  Cellular Tclecum~nunlcsuoila and 
\,; 

Inrernei Assucialion Commcnis ai 5 .  

FrderaiStufe Joinr Boardon UniversolSerwcc. CC Dockci N o  9645. N m h  Repon & Order and Eighieenlh Order 90 

on Reconsideration. 14 FCC Rcd 20432 (1999). 

V I  @ve.vrCorp.v FCC.258F.3d 1191 (IO”Cir.200l) 

“‘See Federal-State Joint Boordon Universal Senwe. CC Docket No. 96-45, Notice of Proposed Rulemaking and 
Order, FCC 02-11 (rel. Feb. I S ,  2002). 

Twelfih Report andorder at 12238, n. 153 V‘ 
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whether prepaid calling plans should be added to Ihe list of core services.u4 

2. Discussion 
.- - 

38. The Joint Board does not recommend that the Commission include prepaid senices 
within the definition of supported services. No commenters io this proceeding discussed the 
merits of adding prepaid services generally to the definition of supported services. Thus. we 
conclude that we have insufficient evidence to determine whether i t  is necessary as a legal matter 
or desirable as policy matter to add prepaid services to the definition of supported services, 

39. While comments did not address prepaid services generally. USCCB suggests that 
support equal to Lifeline amounts be provided for prepaid wireless service to qualifying low- 
income consumers who lack access to residential wireline service. q., people who lack 
permarent residences. or, i n  the alternative. that support be provided for metered local usage plus 
voicemail." As a threshold matter. we note that voicemail services are ineligible for federal 
universal service support because they are information services, not telecommunications 
services.y6 Thus, the Commission may not include prepaid local usage plus voicemail in the list 
of core services. In addition, we conclude that the USCCB prepaid wireless proposal fails IO 

satisfy the principle of competitive neutralityg7 Any requirement that an ETC provide a wireless 
service would render camers that utilize wireline technologies ineligible for federal support. 
This would drastically reduce the number of entities able to provide all of the core services tn 
high-cost areas and could leave many communities without an ETC and basic service. We 
conclude that this result would be inconsistent with the goal ofpromoting the universal 
availability of the core services and would no1 serve the public interest. Therefore, we do not 
recommend that the Commission adopt USCCB's specific prepaid wireless proposal. 

F. Other Services 

40. Several commenters proposed expanding the list of core services to include sewices 
not explicitly raised in the Public Notice. As discussed above, we recommend that the 
Commission reject these proposals and not add any services to the definition of supported 
services at this time. We discuss the proposals raised in the comments below. 

Public ;Lr,iicc 11 4 91 

''_ VSCCB Conuncnis 31 20-39 

Voicemail and roice messaging services have been clasbified as enhanced or informal~on senice) Sec Bell "0 

Operaring Conponies Join, Peririonlor Waiver ,!/ C o m p ~ r r  11 Kirlr,. Order. 10 FCC Rcd 13,758. 13.77@-71 (1995). 
lmplrmenrorron n/Scciions 25 j  andZ5l(a)(:/ o/rhe Commrrnicarionr A C I  oJI934. Access IO  Teiecommimicar~ons 
Scwrce. Telecommrmirorroru Equipmenr and Cmronwr Prrniises Eqiiipmenr bl, Per-ions wrrh Disabilities, WT Docket 
 no^ 96- 198. Repon and Ordcr and Funher Nouce of Inquity. I 6  FCC Rcd 64 17,6452 ( I  999). 

9- See. e g ,  AT&T Reply Commenls a i  12- 13; BellSouh Reply Comrnenls ai 4; Worldcom Rcply Commenls a i  4.  We 
note h a t  USCCB specifically proposed io include prepaid wireless services in the definition ofsuppaned services. We 
acknoLvledge. however, that many camers currenily oKer prepaid wireline services that may be of benefic io low- 
income people who lack access to residenilal wireline sew~ce. 
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I. Unlimited Local (:sage 

a. Background 

41. I n  the First Reporr and Order, the Commtssion agreed with the Joint Board that 
ETCs should provide some minimum amount of local usage as part of the "basic service" 
package of supported services." The Commission stated that. absent a requirement to provide 
some specified amount of local usage, a carrier nupht be able to receive universal service 
support. which is designed to promote affordable use of the network, without in turn reducing its 
per-minute rates. The Commission also agreed w i t h  the Joint Board that the Commission should 
determine the level of local usage to be supported by federal universal service mechanisms. 
Thc Commission stated i n  the Firs! Reporr and Order that  i t  would subsequently quanti& the 
amount of local usage that carriers receiving universal senice support will be required to 
provide. In subsequent notices of proposed rulemakings. the Commission sought comment on 
whether some minimum amount of local usage should be included in basic service packages. and 
if so. how to determine that minimum amount.1oo Although the Commission's rules define "local 
usage" as "an amount of minutes of  use of exchange service, prescribed by the Commission. 
provided free of charge to end users.'' the Commission has not specified a number of minutes of 

4') 

io1 use. 

12. Several commenters representing small rural LECs suggest that local usage be 
in: defined as unlimited local calling for a flat fee. 

properly matches consumer expectations for local service and that many consumers currently 
receive unlimited local usage. The Nebraska Rural Independent Companies (NRIC) suggested 
that competitive neutrality and equivalence of service offered by carriers eligible for support is 
a n  important dimension that the Joint Board should not overlook. NRlC asserted that because 
they are required by Nebraska law to offer unlimited flat rated local service, other carriers should 
have to meet the same standards in order to be competitively neutral."' Wireless carriers 
expressly oppose this requirement, arguing that i t  would not be technologically neutral and 
would unnecessarily limit consumer choice. 
addressed this issue by providing various calling plans that  include substantial amounts of local 

I n  general. they argue that this definition more 

IU4 They suggest that the market place has already 

Firsf Reporr ond Order, 12 FCC Rcd at 88 13, para 67 

Fmr ReporrondOrder. I2 FCC Rcd at R X I Z ,  para 65. The Commission also agreed with the Joint Board h a t  the 

9" 

UY 

stales should determine the local u s a y  component Cor purposcs of state universal service mechanisms Id 

5ec Fedwai-Sruir Joinr Boardon L n i > , r r d  .%n.,cc', t -om\ u d L o o i i , i ~  ,\feciranisrn/or High Cnvr Siippo~? (01. No,?- 'OII 

R w u i  LECi. CC Dockets No. 96-45 and 97-160. Funhcr N m c c  0 1 '  P r o p o d  Ruleiiizking. I 2  FCC Rcd 18-14 11997) 
and tederoi-Sfnre J o m  Boardon ti,iive,.soi Srn j r~ r .  C ' C  Docket No 46-45, ivlcnioranduni Opinion and Order and 
Further NoticeolProposed Rulemaking. 13 FCC Rcd 21252 ( I Y Y X )  ( "Lrmd L,snge Fiirfher ,Yofire"). 
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and long distance usage. Moreover. consumers’ choices will idenrify wh.ich calling plans 
technologies. and networks best meet their needs “’ 

b. Discussion 

43. The Joint Board does not recommend that unlimited local usage be added to the list of 

Some states. however. may require or encouraye 
core services. Commenters indicate and we acknowledge that unlimited local usage is widely 
subscribed to by many residential customers. 
local metered pricing for local service because i t  may. for example. encourage subscribership 
among low-income or low-volume customers.i07 If we were to impose a federal unlimited local 
usage requirement, we could. in effect. force camers to forego ETC status in order to meet the 
state requirement of offering metered pncing. Given that states are in a better position to 
determine whether limited local usage offerings are beneficial in certain circumstances. we find 
mandating unlimited local usage as a requirement for ETC status would not be in the public 
interest. Moreover, we conclude that market forces appear to have addressed this issue as 
evidenced by the numerous calling plans with large or unlimited amounts of local calling offered 
by carriers. We find the public interest would best be served by allowing states to make the 
threshold determination on the appropriateness of requiring local metered service options as well 
as monitoring the impact of ne” and varied calling plan packages that continue to emerge in the 
marketplace. 

I Oh 

44. We also find that unlimited local usage is not essential to education, public health, or 
public safety While some minimum amount of local usage may be “essential.” consumers need 
not have the ability to make an unlimited number of calls for purposes of education, public 
health. or public safety Some degree of “free of charge” usage for “Universal Service” is 
already re uired by Commission rules and further expansion to mandate unlimited calling is not 
necessary!08 Therefore. we do not recommend that  unlimited local usage be added to the list of 
core services at this time. 

45. In addition, some commenters suggest that requiring unlimited local usage may be 
inconsistent with the princi le of competitive neutrality by undercutting competition and 
reducing consumer choice. In the First Reporr ond Order, the Commission noted tha t  
requiring a level of flat-rated local usage in order to be eligible to receive universal suppon 
might affect camers differently. l o  The Commission concluded, “[i]n general, establishing a 

E 9  

See. e.g., Cornpciilive Universal Service Coalition Comments a1 16 and Reply Comments a! 12-1 3. 

See Montana Universal Scn’ice Taak Forcc Coi i imcn~  ;ii 19. Nebraaka Rural  lndsprndeni Companies Comments a1 

I”! 

l i l h  
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v e y  high level of local usage would give a competitive advantage to wireline camers. and 
establishing a very low level of local usaxe would y i w  a competitive advantage to mobile 
wireless carriers.””i The record in this proceeding has not provided any information regardins 
the cost structures of wireline and wireless technologies to respond to the Commission’s 
concerns that a high or unlimited amouni of local usage would advantage wirelinc carriers. 
Moreover. although some wireless camers may offer unlimited local usage packages. this does 
not appear to be the case for most wireless carriers. 

2. Payphone Lines 

a. Background 

16 Community Voicemail and American Public Communications Council (“APCC”) 
suzgest that the Commission provide support for payphones, because they provide access to the  
network for all segments of society. especially people who do not have residential voice grade 
access.”’ These commenters further assert that suppon is necessar). because payphones are 
being removed from public places due to decreasing call volumes and profitability associated 
w i t h  increasing wireless usage. APCC proposed a support mechanism for payphones whereby 
carriers would receive support in an amount equal to the federal subscriber line charge for all 
payphone lines. Payphones lines located in high-cost areas would receive additional monthly 
support in the amount of $5 per line. APCC estimated that its proposal would cost an additional 
$169 million per year.”’ 

b. Discussion 

47. Although we agree that payphones play an important role in the public 
communications network, and, as discussed below. we believe the issue of payphone deployment 
warrants further study, the Joint Board does not recommend including payphone lines in the 
definition of supponed services at this time, As an initial matter, payphones have not “been 
subscribed to by a substantial majority of residential customers.’” ‘ Although virtually every 
American has used a payphone from time to time, we are not sure that payphones are the kind of 
service intended to be supported by any of the existing federal universal service mechanisrns.li5 
Moreover, while payphones arguably are “essential to education, public health, or public 
safety.””‘ and “are being deployed in public telecommunications networks by 

Local iho,ye Furher Nolice, I 3  FCC Rcd a1 2 1278-79. paras. 47-49 I l l  

I ’  C omrnuniry Coiceinail did not providc a dctailcd propohal Anicricaii Public Con~municalions Council. howrvcr. 
iugpesled rhai suppon in rhe arnounl n f  [he end user corninon line chargc be provided 10 carriers for w e n  pa!.phonc 
l in t  
atuchrneni a1 12-13 

ltorroirr.  carriers in high-cos[ 3re35 should rccciic an addillondl S S  pcr pabphunc liiii‘ .APCC Kcpl! C o i n m c i ~ l ~  

APCC Reply Commenls anachrnenr ai 12-14 I , ?  

’ ”  47 U.S C 254(c)( I)(B). 

W e  note ha1 payphone lines provided by ETCs In high cost a r e a  are cumnl ly  eligible for per line suppon. on the 1 1 5  

same basis as all other lines. We understand h e  APCC proposal io call for creation of new rnechanlsm IO suppon 
payphone lines. regardless of their l~ca t ion  and resardless of iheir provider. 

l i t  47 U.S.C. 4 254(c)( I )(A). 
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telecommunications carriers,””’ h e  do not believe that  the public interest suppons the proposal 
b> APCC. 

48. Pursuant to section 276 and to facilirate the growth of  competition in the payphone 
market. the Commission established a per-call cornpensatton plan to ensure that all payphone 

Therefore. any amount of universal service suppon arguably would represent a windfall to 
paghonc service providers. 
is no evidence in the record that federal suppon in the amounl of the end user common line 
charge plus an additional $5 for payphone lines in high cost areas is needed for all payphone 
lines or would be necessay to ensure the continued viability of panicular payphones. We are 
also concerned that  including payphones in the list of core services could reduce the number of 
potential competitive providers of those core services. because competitive local exchange 
carriers and CMRS carriers that do not offer payphone service throughout their service areas 
could not be designated ETCs ifpayphone service were added to the list of  supponed services.i”’ 

service providers are fairly compensated for each completed call using their payphones. I I C  

1 1 ’ )  While certain payphones may be becoming less profitable. there 

49. Even though we do not recommend that the Commission adopt APCC‘s proposal at 
this time. w e  acknowledge that there has been a decline in the overall number ofpayphones in 
the United States and that this decline may have had a detrimental impact on access to essential 
phone services. I n  1999, the Commission found that the then-current number of payphones - 
2 .  I 5  million ~ was “consistent with Congress’s goal of widespread deployment o i  
payphones.””’ Since that time. the number of  payphones has declined substantially. As of 
March 31, 2001, the Commission reports that there were only 1,919,640 payphones deployed.”’ 
I t  appears that the decline in payphones will continue.”’ We are concerned that this decline in 
the availability of  payphones might reduce access to emergency services, especially in remote 
areas. and might adversely impact the ability of  low-income citizens to have continued access to 
phone Service. 

50. We agree with Community Voicemail and APCC’s assertions that payphones play a 

“‘-17 U.S c 6 w ( c ) ( I ) ( ~ )  

See Implemenrotion o/rhe Pm. Teiephune Reciass$cotton ond Conrpensotron Provirions oj ihe Triecornmrtfricorrons I , ”  

Act 0/19?6. Poitries ondRules Concerning Operotor Service Access and Pm, Telephone Cornpensanon. CC Docket 
Nos 96-128.91-35,ReponandOrder. 11 FCC Rcd20541 (199h)(PmphoneReporrondOrder). 

:llthouph the ETC p ro \ id in~  the palphonc linc would rccmvr the suppon. APCC’s proposal assumes the amouni of  ‘ I “  

wppon will bc passed through to payphone r c n  I C C  pruvidcrs 

! ”  W c  arc aware that payphone manufacturers are nou  capable uiprovidmg payphones that can suppon wireless “last 
n d c ”  facilities The impact ofthcsr new capabilities on thc abilily olall  eligiblc te lecomunica[ ions  camers to deplo) 
payphones u i i h i n  he i r  designated service ierniory should be scrulinized in !he notice of inquiry we recommend belou 
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q/1996, CC Docket No. 96-128, Third Repon and Order, 14 FCC Rcd 2545, 2609, para. 141 (1999). 
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vital role in ensuring consumers’ access to the iietuork. Some parties assert that the states are 
more appropriate forums to address pajphonc issues. 
Commission released guidelines tor use by the states in establishing public interesi payphones in 

locations where a payphone is needed for public health and safer) reasons but as 3 result of 
market forces is not present.”’ The establishment of these public interest payphones could 
satisfy Community Voicemail and APCC’s concerns that payphones continue to remain 
amilable for use by people who do not have residential voice g a d e  access. Although we agree 
that the states are in the best position to determine where payphones are needed and the amount 
of  support necessary to maintain them, we art- also aware that there are relatively fe\r “public 
interest payphones” in the United States.”6 Many states do not currently have public interest 
payphone programs, and some states may not he empowered to establish such pros ”rams. 
Although we do not recommend that payphones or payphone lines be added to the list of 
supported services. we recommend tha t  the C‘ommission initiate a notice of  inquiry to inwsngate 
the current status ofpayphones, including the extent to which states are able to suppon the 
establishment of public interest payphones and whether additional steps need to be taken to 
ensure the widespread availability of payphones for the benetit of the public. 

Braille TTY and T w o  Line L’oice Car- Over (ZLVCO) 

a. Background 

124 Pursuant io section 276(b)(2). the 

3. 

5 1, Telecommunications for the Deaf, Inc. (“TDI”) requests that  we provide federal 
suppon to offset the cost of  Braille TTYs, which print text messages in Braille for people who 
are deaf-blind, and Two Line Voice Carry Over (ZLVCO), which allows hearing impaired 
consumers to read text messages and respond verbally to a relay operator.’*’ ZLVCO is a service 
that hearing-impaired consumers provide for themselves by purchasing a special TTY and 
combining i t  with a second line and conference calling. 

b. Discussion 

5 2 .  Although we agree with TDI tha t  the communications needs of people with 
disabilities are a priority for state and federal communications regulaiors, federal universal 
service suppon mechanisms. pursuant to section ?54(c), cannot suppon customer premises 
equipment (“CPE”). As stated previously, section 254(c) expressly limits the definition of 
universal service to “telecommunications services.” A Braille TTY is clearly CPE, and not a 
 telecommunication^ service. Therefore. we cannot recommend that the Commission ignore the 
statutory language and adopt this proposal. Although universal service cannot address Braille 
TTY issues. we do note that the Commission has taken other action that may incrcase access to 
the n r t r ~ o t h  l u i ~  people who are dear-blii~d. The Cominis~io i i  r?cently concluded t h t  Internet 
Relay services fall within the statutory definition of  Telecommunications Relay Sewice 

‘I‘ See e g , WorldCom Reply Cornrnenlr ai 4 

I” Pajphonc Reporr and Order, I I FCC Rcd ai ?0671-679. paras 271.286 

‘”See APCC Rcply Cornmen&. Anachrnent at 5 

”-TDI Cornmen6 ai 10.14 
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(“TRS”).i’X Internet relay can provide consumers who are deaf-blind an altemati\,e means to 
access the network. because many computers are accessible via screen reader softwarc and/or 
refreshable Braille displays. In addinon. inany slates have already developed equipment 
distribution programs that provide CPE. huch as Braille TTYs. ro qualifying individuals with 
disabilities. 

53. We also do not recommend that the Commission support t h e  service componenis of 
ZLVCO at this time. Unlike section 2 5 5 .  which is evplicitly designed to ensure the accessibilit)~ 
of  telecommunications services, section 3 4  does not mention disabilities and provides no 
I guidance on how the Joint Board and Commission should evaluate requests for separate 
universal service programs for people with disabilities or any other population within the United 
States. Thus, we must evaluate all s e n  ices against the section ?54(c) criteria. We do not believe 
second lines with conference calling are “essential” because people who are deaf or hard of 
heanng can reach public safety agencies and nrher panies through traditional relay services using 
one line. Moreover. althouyh we believe that ZLVCO would enhance the communications 
expenence of  people who are deaf or hard of hearing and the party with whom they are speaking. 
the record fails tu provide an estimate of the increased cost of such action and the resulting 
burden on other consumers of  basic s e m i c e ~ .  Therefore, we do not recommend supportin?: these 
proposed services at this tiine. We do note. however. that second and other non-primary lines 
are elisiblc for support under the high cost suppon mechanism. Accordingly, universal service 
may already support a portion of second lines for consumers using ZLVCO. 

54. While universal service is not the appropriate forum to resolve TDl’s proposals, other 
governmental programs may address accessibility issues relating to ZLVCO. For example, in a 
pending proceeding, the Commission sought comment on whether TRS centers should be 
required to support ZLVC0.i’9 Internet Relay may also allow consumers to utilize ZLVCO 
service without requiring a second line and conference capability.”” We applaud the 
Commission and states for their efforts to ensure the accessibility of telecommunications services 
and encourage them to continue to develop programs that enhance access and functional 
equivalency to the network for consumers with disabilities. 

4. Transport Costs 

a. Background 

jj. Two commenters recommend changes to the definition of universal service related to 
transport. First. Sandwich Isles Communications. Inc. (“Sandwich Isles”) proposes that  the 
definition of ‘access to inrereschange scr\,icc” be incidified to ii~clude the use of transport 

Provi.yion n/lrnproved Tdecornmrrnirarion.i R d n i ’  S m  iccr ond $Speech-ro-Spcech Srrvices,/or Indir-iduai,c wirl~ 
Hewing und Sprrrh Dicahiltrirs. Peiirioy/or C-lii, iliioiinn of Il’orlilC~om. lnc , CC Docker No. 98-67. Declaratory 
Ruling and Second Funher Noucc. FCC 02- I2 I ( rc l  ?pnl 2 2 .  2002) (“Deciararun, Ruling”) 

I lii 

Tclecomrniinic ~ I I O I L C  R e l p  Semico and S p e d -  TWS~WCII  Semice+r Iridividuals n,irh Hearing and Speech , IV 
Disabiliries. CC Docket No. 98-67, Repon and Order and Funher Notice of Proposed Rulemaking. 15 FCC Rcd 5 140, 
5 197. para I38 (2000) 

Deciaraion R u l q  at para 9 I iil 
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i : i  facilities in insular areas. 
remote areas o f  Hawaii and Alaska and has the potential to make telephone senice  rates 
inordinately high or services unavailable. 
Support be an added element of rural universal serv~ce funding. Second. the State of Alaska 
(“Alaska”) requests forbearance from enforcement of section ZM(e) as applied io interexchange 
carriers operating in Alaska to permit them to receive universal service funding for transpon 
costs needed to support 56 kbps data transmissions. Alaska alleges that high transpon costs 
hinder access to the Internet in rural Alaska because in Alaska transport from an end office to the 
switched network lXCs is provided by the IXC relying on satellite-based communications 
services. 

Sandwich Isles alleges tha t  the cost olproviding transport is h i e h  i n  

13: Sandwich Isles proposes that Insular Area Transpon 

1;; 

b. Discussion 

5 6 .  We agree with AT&T and Venzon thar we should not recommend that the 
Commission adopt either of these proposals at this 
determine the scope of  the problem alleged by Sandwich Isles, nor does i t  suggest what the cost 
of potential remedies might he. As noted by AT&T. the Commission has relatively recently 
adopted, for a five-year period. a support mechanism deemed sufficient for rural telephone 
companies. Sandwich Isles has provided no specific evidence to demonstrate its asserted need 
for additional support. Also, in  view of our recommendation above that the Commission not 
include a specific data transmission rate (such as 56 kbps) in the definition of supported services. 
i t  would be inappropnate to approve .Alaska‘s request to enable its lXCs to receive support to 
enable them to provide 56 kbps transport services. 

The record before us is inadequate to 

5 7 .  The Joint Board recognizes that issues related to the cost of transport facilities are 
important and may he of  particular concern i n  rural areas of rural and non-rural companies. 
Transport may be a necessary element of a camers’ provision of services eligible for federal 
universal service support In  some remote communities, customers must use the interexchange 
network to access essential community services such as law enforcement, health care, schools 
and libraries. The extent to which these costs should be supported is best addressed in our 
recommendation on the decision remanded from the Tenth Circuit where we will analyze 
reasonable comparability and sufficiency of supporr. In that proceeding, we will consider the 
level of support necessary to ensure that all citizens of the United States have access to 
reasonably comparable communications services. 

5. Rural Wireless ETC Category 

a. Background 

5 X .  Rural Cellular Association suggests that the Commission create a new rural wireless 
ETC category to enable wireless camers to receive suppon for implementation of CALEA and 

Sandwich Isles comments a1 I 

’ ”  Sandwich Isles comments at 8. 

Sulc of Alaska c o r n e n &  a1 21 

See AT&T Reply Commentz at 14-1 5 ,  Vcrizon Reply Commenlr at 6-8 
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E91 I solutions.”’ Similarly, RUS assens that  mobile senices satisfi the s t a m t o y  crtrerla and 
should be eligible for federal suppon as a separate srand-alone sen‘ice 136 

b. Discussion 

59 .  We agree with Nebraska Rural Independent Companies tha t  we should not 
127 recommend creation of a new rural wireless ETC category 

254(e) requires entities to be designated ETCs pursuant to section 214 i n  order to receive 
universal service support. Section 213, in turn. states that a carrier must provide all of the 
services included in the definition of universal service established pursuant to section 254(c) 
Thus, because we believe reduced require men^ for a subset of ETCs may be contrary to the 
intent of section 214 and may not be competitively neutral. w e  do not recommend that the 
Commission adopt RUS and Rural Cellular Association’s proposals. 

As discussed above. section 

6.  Technical and Service Quality Standards 

a. Background 

60 Consistent with the recommendation orthe Joint Board, the Commission in the F’rrsr 
Hepurl arid Order declined to establish federal technical or service quality standards as a 
condition to receiving universal service support.i3R The Commission acknowledged the strong 
role that states have historically played in this arena and concluded that federal standards would 
largely duplicate state efforts. The Commission stated i t  would rely upon service quality data 
provided by the states in combination with data that  the Commission collects in order to monitor 
service quality trends. 

61. The Commission also stated in the Firrr Repor! and Order that “states may adopt and 
enforce service quality ru les that are neutral, pursuant to section 253(b), and that are not 
otherwise inconsistent with the rules adopted herein.””’ Section 253(a) forbids states and local 
governments from erecting barriers to entry, while section 253(b) clarifies that “[nlothing in this 
section shall affect the ability of a State to impose. on a competitively neutral basis and 
consistent with section 254, requirements necessary to preserve and advance universal service, 
protect the public safety and welfare. ensure the continued quality of telecommunications 
services. and safeguard the rights of consumers.’~i4u 

62. The Montana Universal Service Task Force (“MUST”) suggests that the Joint Board 
and Commission reverse its decision and add technical and service quality standards to the 

,,’ Rural Cellular Associalion Colnmenls a1 2 

RES Reply Cummenis a i  7 

Nebraska Rural lndependeni Compantes Rcpl) Cornrnenb a i  4 
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definition of universal 
stares are free to impose their own technical and i e n i c e  q u a l i n  standards as a prerequisite for 
ETC desiqarion. 

In addition. 31tiST requests thar thc Commission clarify that 

b. Discuss ion 

6:. The Joint Board does not recommend that the Commission impose federal technical 
or service quality standards as 3 condition 10 receive universal senice  support. We apree u i t h  
the Commission that many states have already implemented service quality standards and that 
federal technical requirements would largely be duplicative of state efforts. MUST has not 
provided any evidence or data indicating that  state technical standards are not adequate to ensure 
that consumers receive quality senices. Therefore, we conclude there is insufficient jusrification 
to recommend that  the Commission reverse its earlier findings and develop federal technical 
standards. Moreover, we agree with the Commission's conclusion that states may adopt and 
enforce senice  quality rules tha t  are competitively neutral. do not act as a barrier to entr). and 
are not otherwise inconsistent with the federal universal sen'ice m1es.I4' While the Commission 
may have an important role in collecting data and suggesting standardized measurements for 
service quality indicators, it is the states tha l  have for many years carried the principal burden of 
ensuring that carrier service quality is maintained. We recommend that  the Commission seek 
coinment on whether states lack pnsdiction over certain ETCs and, if so, whether the 
Cornmission may or should adopt service quality standards for such carriers. 

7. SI1 Codes 

a. B a c k g r o u n d  

64 The Iowa Utilities Board (Iowa Board) supports designating access to public 
interest N1 I codes as basic communications services and including them in the definition of 
universal service. The Iowa Board argues that  the Commission has previously found N I  1 codes 
to be imbued with a public interest, such that they have been assigned nationally for special 
purposes. Moreover. the Iowa Board claims thai lhese services cannot be purchased on a 
competitive basis; and therefore concludes tha t  under these circumstances, community 
expectations and the public interest require that N 1 I codes be classified as basic 
communications. Iowa Board further recommends that with the exception o f 4  I I services. that 
the NI 1 codes be included in the definition of sen ices  covered under the Universal Service Fund 
(USF). I" 

b. Discuss ion 

6 5 .  N I I codes art: abbreviated dialing arrangeiiienls of which the  firs^ digit inay be 
IU any digit other than 0 or I ,  and the last two dizits are both 1 These codes enable callers to 

''I MUST Rcply Commcnls at 8. 

' W  wc  SO nom ihai Ihe 5' Circuii vacaied a Comm~ssion rule har prohibited he sum from Imposing additional 
cligibil irycntena for ETCshtu. Term P l iC i  FCC. I83 F.3d 393 (5* Cir. 19991 

Iowa Board Comrnenls at 6 
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complete a telephone call to various services that require the d~aling of a seven or [en dig11 
telephone number In order for consumers to acccss these semices using the N I  I code. the 
telephone network must be pre-programed to trmslate [he three-digit code into the appropriarr 
seven or ten-digit telephone number to route the call. 

66. Outside of 91 1 access to emersency services. N 1  I codes do nor satisfy the 
statutory cntena outlined in section ?54(ci. heither N I I codes nor the services that they 3re 
associated with are subscribed io by a ”subsiantial majoriry“ of residential consumers. Rather. 
these codes offer callers only access to the various providers‘ information services ( e . g .  
community referral, transponation and directory assistance). non-emergency and emergency 
services, telephone service repair, local exchange carrier business offices and 
Telecommunications Relay Services. Additionally. N l  I codes. in general. may not be essential 
lo education. public health. or public safety Although N I I codes offer some benefit to callers 
by reducing the number of digits dialed to the groups to which these codes have been allocated. 
they do not provide the sole means for consumers to access these semice providers. Therefore, 
the Joint Board does not recommend that the Commission include N I  I Services (with the 
exception of 91 I )  in the definition of universal service. 

8. Equal Access 

a. Background 

67 Equal access to interexchange service permits consumers to access the 
presubscribed long distance carrier of  the consumer’s choice by dialing I +  the phone number and 
is sometimes referred to as dialing panty. In the First Recommended Decision, the Joint Board 
recommended that equal access not be included in the list of supported services. Consistent with 
the Joint Board recommendation. the Commission declined IO  include equal access in the list of 
supponed services established in the Fir.71 Report and Order. explaining that “including equal 
access to interexchange service among the services supponed by universal service mechanisms 
would require a Commercial Mobile Radio Service (CMRS) provider to provide equal access in 
order to receive universal service s ~ p p o r t . ” ~ ~ ’  The Commission concluded that “such an 
outcome would be contrary to the mandate ofsection 3 3 2 ( c ) ( 8 )  [of the which prohibits 
any requirement that CMRS providers offer ‘equal access to common camers for the provision 
of toll services. Further, the Commission found at that  time that the requirement would 
“undercut local competition and reduce consumer choice. and thus, would undermine one of  

,,.I47 

[ ~coniinued iron1 prewous p”ci 
lranspomiion information: 61 I ~ rrpair scwiccb. 71 I ~~ l~elccommunicaiion~ Relay Service; 81 I  local exchange 
c a m m  business o f i ce  use; and 9 I I ~ emergency services. Scr Perirron b! [he LnrredSfores Ueponmenr oJ 
Tronsponorion~/or .4s,vignmenr ofon A hbrewored Diaiing Codt. /N/ / I  IO . l ~ r r s  lnrellrgenl Trnilsporlorion (ITS) 
Sci-vims ,Lbrronwidr, erol. NSD-L-99-24, Dockcr No 92-105. Third Repurl and Order and Order on Reconsiderauon. 
I 5  FCC Rcd 16753 (2000). 

Fircr ReporrundOrder. I? FCC Rcd ai 8819, pard. 78. 

See 47 U.S.C. \r 332(c)(8). 

Firsr Reporr ond Order. I 2  FCC Rcd ai 88 19, pan. 78 

145 

IN6 

I,) 

27 



Federal Communications Commission FCC OZJ-I 

Congress's overnding soals in  adoptinz t h c  1996 Act."i4h 

68. Several commenters representing small or rural incumbent camers. however. suzgesr 
that equal access should now be included on the list of  core sen,ices."9 They argue equal access 
saiisfies the statutory criteria. Other cornnienters. however. dispute that equal access satisties the 
criteria."" The Joint Board has not developed a majority position concerning equal access. Thc 
Joint Board offers two positions for conhideration by the Commission as set forth below. 

b. Discussion b? Members in Opposition to Adding Equal Access"' 

69. The addition of equal access to the list of  supported services would be inconsistent 
with the intent ofcongress, as expressed in section 332(c)(8). and in any event is not supponed 
by the factors set forth in section 254(c). Indeed. equal access obligations were established to 
address competitive concerns in the interexchange market - at a time when the competitive 
landscape was quite different from that of today ~ rather than to promote the universal 
availability of basic telephone services. To the extent tha t  CMRS camers that  do not provide 
equal access are receiving universal service support that is based. in part, on the costs of 
providing equal access. that raises a legitimate question concerning the distribution of federal 
support, but one that  has nothing to do w i t h  whether a service should be added to the list of 
supported services. That is also a question that the Commission has stated its intention to 
address in an upcoming rulrmaking. 

70. Section 332(c)(8) states that CMRS providers "shall not be required to provide equal 
access."'" This section does permit the Commission to require unblocked access through the 
use of camer identification codes or other mechanisms. if i t  determines that consumers are being 
denied access to their telephone toll service provider of choice, and such denial is contrary to the 
public interest. However, the starute provides no other exception to its general prohibition ofany 
requirement to provide equal access. Including equal access within the definition of universal 
service would create an additional requirement for universal service support that would adversely 
affect CMRS carriers, i.e..CMRS carriers would have to provide equal access in order to be 
eligible for support Such a condition would impose a requirement on CMRS carriers if they 
wish to be an ETC that cannot be imposed directly. Therefore, we support the Commission's 
conclusion in the Fir.it Report and Order that inclusion of equal access in the definition of 
supported services would be inconsistent with the legislative intent underlying section 332(c)(8). 

I" !d a i  8820. para. 19 

SPC Munund Clmvcrsal SCWKC T d  Iborcc C n r n i w n ~ ~  20. h:ii ioiuI Tclcplionc Cuuperari>c issocialion , ., 
Comments a1 2-6. Nebraska Rural Independent Cummcnb a i  6-7. OPASTCO Coinments a1 3-4.  GVNW Reply 
Commmb at 2-3.  M o n m a  Telecommunicaliun~ A S S O C ~ ; L I I O ~  Rcply Comments a! 3. Sandwlch Ides Rcply Comments 
at 1.9 

See. e .g . .  ATBT Reply Cornmenls a1 13-14: BellSoulh Reply Comments at 4: Compeiitlve Universal Servlcc I '" 
Coalition Reply Commm& al 5-8. 

151 Commwoners Abemalhy, Dunleaby. Jaber. and Thompson oppose recommcnding the addition of equal access io 
the l i s t  olsupponed services. 

'"See 47 U.S C. 533?(c)(~) 

I 



Federal Communications Commission FCC 02J-1 

71. Moreover, we continue to support the Commislon's conclusion in the Fir.71 Rcyori 
undOrder thar the addition of equal acces\ as 3 required service for all ETCs would nor serve the 
public interest because i t  would likely reduce competition in  rural and htgh cost areas." Given 
the cost associated with deploying loops, CMRS camers mal provide a lower cost sourcc of 
competition for local service in some rural and high cost areas. CMRS services may also 
provide benefits IO consumers, such as buckets of minutes that may be used for local or long 
distance calling. that outweigh the lack of I + dialing to a presubscribed IXC. I f  equal access 
were added to the definition of supported servtces. CMRS camers would be ineligible to receivc 
universal senwce support unless they provided equal access and mighi choose not to provide 
sewices competitive with local exchange service in rural and high-cost areas. Thus, including 
equal access on the list of supported services might reduce consumer choice in rural and high- 
cos1 areas. while excluding equal accesh would not jeopardize consumers' continued access to 
their presubscribed long distance carner of choice, because local exchange carriers are required 
to provide it. '" We also note that some local exchange carriers serving remote rural areas do not 
currently provide equal access. If equal access were added to the definition of supported 
services, such local exchange carriers would also be ineligible for federal support, unless they 
provided equal access, which could jeopardize the provision of services in these remote areas. 

i 2  In addition. although local exchange camers have deployed equal access in their 
networks. equal access requirements arose outside of the context of  universal service. 1 5 '  Thus. 
no ETC is currently required to provide equal access to receive federal support. We do not 
believe the public interest would be served by adding equal access to the definition ofuniversal 
service and requiring CMRS carriers to provide i t  if they seek universal service support merely 
because local exchange carriers provide i t  as a result of other, wholly unrelated regulations. 
Further. we support the Commission's conclusion in the First Reporr and Order that competitive 
neutrality does not require CMRS camers to provide equal access merely because incumbent 
local exchange carriers provide it.'j6 

157 73. We also conclude, in agreement with many commenters, that equal access fails to 
satisfy the statutory criterion of being essential to education. public safety, or public health. 
Consumers can call community service organizations located outside of the calling area without 

See 47 U.S.C. 3 254(c)(l)(D). See. e.g..  AT&T Reply Comments at 13-14, Compeutive Universal Service Coalition , 5 ,  

Reply C o r n e n 6  at 8-9 See o h  First Reporr and Order, I2 FCC Rcd at 8820, para 79. 

Section 25 l(g) smes that local exchange carners shall comply with equal access rcquiremenls in effect prior lo the 
cnilclincni or the Telecommunications 4 c I  of 1996. until such requircmenh are removed by the Commission Section 
2 5  l (b ) (3)  3150 requires a l l  local exchange carriers IO pro, ,de dialing p m i y  The Commission recently r e l e a d  a 
Norbce or Inqui? sxainining thc cuniinucd inipunance d c q i i a l  3ccc51 2nd tlw noiidiscriminaiion ubligauun, of icc l ion 
?5 l(gi. See !%,ice o//nqurr)' Concerning o Rel-it,n' ol fhc Lqylial Access und ,\.ondocrrrnnmrron Ohiigorlons Appircabie 
IO LocaiExchmyc Carricrx. CC Dockct No 02-.3Y. Nouce of Inquir), FCC 02-57 (rel. Feb. 7R. 2002). 

'" Equal access requirements were impo5ed by (he Modification of Final Judgment (MFJ), the consent decree that 
senled the Depanmenr of Justice's antitrust suit a y i m i  AT&T and required divestiture o i l h e  Bell Operating 
Companies See L/n,iedSiaies II Amencan Tel and Tel., 552 F. Supp. 131 (D.D.C. 1982) afdsrih nom. Mutylundv. 
bniiedSIares. 460 U.S. 1001 (1983). Seedso47 U.S.C S ?51(g). 

See Firs! Reporr and Order, 12 FCC Rcd at 88 19-8820, para. 79 
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equal access because access to interexchanse service is already included within the definition of 
universal service. The fact that consumers do not have an unlimited choice of lXCs (leaving 
aside the availability of dial-around services) could perhaps be argued to constitute a barrier to 
competition among IXCS."~ but the absence of an equal access requirement for all ETCs does 
not impair universal service. Therefore, we do not recommend that the Commission expand the 
list of supported services to include equal access. 

74. We note that commenters supporting inclusion of equal access in the definition of 
supponed services claim lhat the current system unfairly advantages CMRS carriers because they 
may receive portable support amounts based on incumbents' costs, which they allege also 
include the cost of providing equal access.i59 This particular issue, however, is unrelated to the 
definition of  supported services. Rather. this issue raises questions regarding the appropriateness 
of the Commission's current policy of calculating portable suppon based on the support amounts 
that incumbents receive. Therefore, we a y e e  with commenters that claim this issue involves the 
calculation of support. is outside of the scope of this proceeding. and should not serve as 
justification for adding equal access to the list of core services.'ho 

E. Discussion by Members in  Support of Adding Equal Accessi6' 

75.  We recommend including equal access as a defined sewice that receives universal 
service support. Our recommendation is premised on our findings that equal access satisfies the 
cntena set forth in secrion 254(c) and that section 332(c)(8) presents no obstacle to the inclusion 
of equal access in the list of core services supponed by universal service funding. 

76. First. we conclude that no legal obstacle exists to the addition of equal access to the 
list of supported services. We agree with those commenters that hold section 332(c)(8) does not 
prohibit the inclusion of  equal access in  the list of supponed services.'" Section 332(c)(8) 
prevents the Commission from requiring CMRS carriers to provide equal access simply because 
the CMRS camers provide telecommunications services.16' including equal access in the 
definition of supported service does not in any manner require any CMRS carrier to provide 

Notably. however. no IXC suppom adding equal access to the list of supponed wvices 

See MUST Comments at 7-8. OPASTCO Reply Commcnc. at 2-5. M.c now, however, that equal access is noi 

I 5 8  

, > V  
currently included within thc definition of  supponed sewices. 

See Comperitivc Universal Service Coalition Replv Comments at 15- I7 See alro Rekrral Order 

Commiwuners Manin. Copps. and Rouc. and consumcr ad\Licaw (3rc;g support recommending thc addition ul 

,(I" 

i h l  

qud access io Ihc 11,t uisupponed sen I C C ~  

"" See OPASTCO Commenls at 5. NTCA Commcnli a i  1-6 

"' Equal access obligations were imposed on the RtlOC's and GTE ill a rcsult of the decisions in cases of lhi ied  
Sroresv A7&T, 552 F. Supp. 131 (D.D.C. 1982).and LniredSmres r. GT€Corp..Civil AclionNo. 83-1298, 1984 WL 

and WATSMarker S1rurrure Phuse / / I ,  CC Docket No. 7X-72, Report and Order. 100 FCC 2d 860 (1985). The case of 
Puerm R~co Telrphotie Coniponj. Equal Acces.c Conversron Srhednle. Memorandum Opinlon and Order, 5 FCC Rcd 
5830 ( I  990). conlains comprehensive cites to Commission equal access dec~sions 
cont~nued these equal access and non-discnminaiion requirements c d t e d  by the Commission. Equal access rules for 
landllne carriers are currently found ai 47 CFR $ 5  I .2 I  I 

2869 (D.D.c. 1985). Equal access requirements were first Imposed on nowBell companies by [he Commission in MTS 

Section 25 I(g) of the Act 
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equal access as pan of its ohlipations as a cnmrnon carrier However. u e  belteve that i f  ii carrier 
wshes  to seek ETC status and receive universal service suppon. then all ETCs - includiiiz 
CMRS providers -~ should offer all of the supported services. includin? equal access. I W  

77. Second, we agree also with the cornmenters thai equal access reasonably satisfies the 
requirements of section 254(c)( I )  of the Act."' We believe thai equal access is essential to 
education, public health and public safety 
competitive interexchange service enhances the provision of interexchange access. Equal access 
also clearly advances customer choice. Furthermore. equal access facilitates comparable access 
10 telecommunications services, including access to interexchange services, in all regions of the 
nation as required by section 254(b). Although dial-around may provide an alternative to equal 
access, these services may not be readily accessible on wireless phones at a11 times. 

I hh Access to interexchange service is essential and 

78. Equal access is used by a substantial majority of residential customers as indicated by 
section 254(c)( I )(B). Since the mid-1990's virtually a11 landline phones have provided equal 
access to interexchange carriers. 
customers receive automatically ujhen they subscribe to basic exchange service. While equal 
access is not a separately tariffed service. neither is access to either interexchange or operator 
services a separately tariffed service.16* Again, they are rolled into the basic exchange service. 
As OPASTCO notes. equal access i s  required of all local exchange carriers today under section 
5 I .2 I I of the Commission's rules. and IS  universally available from those carriers. 

I67 Like voice grade service. equal access is a functionality that 

I69 

79. As indicated by sectton 254(c)( l)(C). equal access is universally deployed, except in 
the case of  CMRS carriers. Landline consumers have had competitive access to camers in the 
interLATA and intraLATA markets for some time, and have come to expect such equal access as 
a part of basic, universally available phone service. 

80 We also find that desi_Datiny equal access as a supported service is consistent with 
the public interest. convenience and necessity under section 254(c)(l)(D) for several reasons. 

I n  addition, Section 332(c)(R) funher states that "[ilrthe Cornmission determines that subscribers io such I h4 

services arc denied access to the provider of iclephone toll services o f the  subscnbcrs'cholce and that such denial is 
conlrary to the publ ic interest. conveniencc and neccssiry, [hen the Commission shall prescribe rey lat ions to alford 
subscriben unblocked access to the provider of telephonc toll services of the subscnbers'choice through the use oca 
carrier identification code assigned to such provider or other mechanism " Another "mechanism" that "unblocks" 
access. that avoids the inconvenience of IO-XXXX dialing. and that i s  an essential lifeline in emergency conditions 
i s  equal access 

See. e g . ,  NTC'A Conimenls a1 3. OPASTCO Cuiniiicnb 31 .; 101 

" ' " ~ i  u.S.C. 9 zj?(c)( I ) ~ A )  

See. Disrnhrrrron "/Equal Accecs Line.r andPrestrhscrihed Linrs. FCC lndusiry Analysis Division (Nov 1997) 

Touch tonr service is now also commonly provided as a pan of basic service 

47 C.F.R. g 51 .2  I I. We are aware that there are si111 a small number of rural carriers in remolc locations that have 

I'; 

16h 

IhY 

never implemenled equal accesi because they h a w  never received a bona fide requesi for such access from a 
competing interexchange carner. We  believe thal lhese limiied SiNailOns can be handled by a reasonable waiver 
process to ensure that such camen do not inadvencnlly become ineligible for universal service suppon. This would be 
similar to the waiver process thal existed dunnz ihe implementation ofequal access for m l  carriers. 
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First. requinng equal access will empower individual consumers and enhance customer choice 
This in tum will promote competition, and lead to lower prices and bener senices.  4 s  the 
Commission affirmed in 1994, "equal access promotes the imponani objectives of customer 
choice and enhances competition in  the interexchange market.""U 

81. Second, we note that since the earlier decision by the Commission on this matter, the 
wireless industry has matured and grown SUbSVdntiall}. and that the question of equal access 
must be reexamined in this light. When the Commission adopted the Firs! Repoi., aiidOrder- in 
May 1997. there were approximately 48 7 million wireless subscribers in the United  state^."^ 
Today, there are in excess of 135 million wireless subscribersi7', an increase of 7.7 times in  the 
number existing in 1997. Some have argued that the prohibition on equal access for CMRS 
providers contained in section 332(c)(8) has allowed wireless carriers to offer creative "bundles" 
of local and long distance services, and to develop "all you can eat" flat-rate calling plans which 
have benefited consumers. This may he entirely correct. As indicated by the statistics cited 
above, the wireless industry has expenenced phenomenal growth since the passage of the Act. 
which indicates consumer satisfaction. Nothing in our recommendation today. however, will 
alter the legal framework within which the wireless industry has grown and wireless calling 
plans have been allowed to flourish. Nor does the recommendation impact the existing statutor) 
prohibitions on requiring wireless camers to provide equal access simply because they provide 
telecommunications services. All that would be changed under our ruling would he the 
requirements under which any carrier - including wireless carriers - would qualify to draw 
from the explicit subsidies provided by the universal service fund. 

82. Third, we believe the principles of competitive and technological neutrality are better 
achieved if we require wireless and wireline camers to each provide equal access for universal 
service funding purposes. To nor require the same of all ETCs advantages wireless ETCs over 
wireline ETCs. 

83.  Fourth, all ETCs ~ including wireless ETCs ~ will have access to portable support 
ba,ed on the costs of the incumbent rural and non-rural carriers. A portion of  this portable 
support - IAS and ICLS - relates directly to the provision of interstate access. Because a 
wireless ETC does not have to provide equal access. but receives universal service funding for 
equal access based on the ILEC's costs, wireless ETCs may receive a windfall vis-a-vis wireline 
ETCs. We believe i t  is fundamentally unfair for any ETC to receive support based in part upon 
the costs of providing equal access, while not having an  obligation IO provide such equal access. 

81. Fifth. i t  is important to establish fair and equal rules for all ETCs at this tiine. bccause 
conhlrtent wi th  thc overall zrowth in wirelecs subscribership. i t  appears that wireless ETCs will 
b o o n  begin to receive a substantial share of thigh-cost rupport from the universal ser\ice fund. In  
1997 when the Commission adopted the First Repon and Order. no wireless camers drew 
support from the universal service fund. By the beginning of 1002. a total of  only S l j . 3  million 

'"'Lquo/Access/or CURSCurners, CC Docket No. 94-54, Norice of Proposed Rulemaking, 9 FCC Rcd 5408,5469, 
p m  144(1994). 

1 - 1  Tdblc 12.2. Trend.% in TelephoneSen.fce, FCC Industry Analvsls Dlvlslon ( A u g s i 2 0 0 1 )  

See Cellular Tclccommunicalions and Inicrnci Associalion. hnp:Nuww.wow-corn.com I ?? 
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in annual suppon was paid out to three wireless c;Lrriers.i'~'' However. during 2002 n e s  \ r i r e l es i  
carriers have qualified as ETCs and high-cost sup  o n  !or wireless carriers has more than 
quadrupled to 861.4 million on an annual basis." Because under current Commission rules. 
mulriple lines IO a home or business are eligible for suppon. i t  is likely that high-cost suppon 
will increase substantially as more wireless providers achieve ETC status in high-cost states. 
While we encourage all carriers. including wireless camers. to assume the responsibilities of 
ETC status. we believe strongly that  the rules should now establish equal obligations for 811 
carriers that wish to draw from the limited pool of universal s en ice  monies. Establishing falr 
and consistent ground rules now will provide clear guidance for all camers, and wjill prevent the 
development of unsound business plans based on the prospect of  a potential windfall from 
universal service funding. 

P 

8 5 .  Finally, we believe that designating equal access as a supponed service is consistent 
with the overarching goal of increasing cornpetition in telecommunications markets without 
.jeopardizing universal service. As the Nebraska Rural Companies note, including equal access is 
competitively neutral. As the Montana Universal Service Task Force argues. since IXCs are the 
largest contributors i t  is only fair to allow wireless carriers' customers choice to pick their IXC. 
We have seen the positive impacts equal access has had on increased competition in toll markets. 
If wireless carriers offer a service p a c k a p  that includes equal access, customers' choices will be 
enhanced. In addition, as  the MTA notes. in rural areas toll calling is imponant to reach the 
customers community of interest. Again. equal access enhances customer choice and is in the 
public meres[. Contrary to the assenions of some. including equal access in the definition of 
advanced services will not result in  a reduction in the number of camers offering service in rural 
areas. Properly targeted universal service suppon should provide the appropriate incentives to 
all carriers to serve rural and high-cost areas. Different carriers have different underlying cost 
advantages and disadvantages. Requiring all carriers that wish to draw from the universal 
service fund to provide the same services will put all carriers on all equal footing and directly 
benefit customers. 

86. Because we are aware that several wireless ETCs are currently drawing high-cost 
support based on the previous definition of supported services, we believe it is only fair that a 
reasonable amount of time should be provided for compliance if the definition is expanded to 
include equal access to interexchange carriers. Accordingly, we recommend that  i f  equal access 
is added to the definition of supported services. then all ETCs which are currently receiving 
high-cost suppon should have until Ju ly  I .  2003, to bring their services into compliance with the 
new definition of supported services by providing equal access. Until that time, these carriers 
should be allowed IO  continue receivin: high-cost suppon based on ihe previous definition. We 
hrlieve [ha[ these cxrters will he aided i n  compl?in% u i t h  thc equal access requirement by the 
substantial amounts of money they are nou receiving from [he universal service fund. Other 
camers that have not yet achieved ETC s ta tu ,  or that have not yet begun receiving universal 
service support should not be allowed to draw from the fund until they have complied with the 
new requirement to provide equal access 

,'( Uniwnal  Service Administrative Company. f-edrrul Uhwrsal Service Supporr Mechanisms Fund Scr Projecrions 
for rhe Firrr Quarier 2002 (Nov. 2,2001). Appendicies HC I, HC 3 and HC12~ 

17, Universal Service Admmirtrative Company, Federul I/niversul Service Support Mechanism Fund S i x  Projections 
for rhr Third Quurrer 2002 (May 2 ,  2003, Appendix HC I 
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9. Removal of S e n  ices 

a. Background 

87. The Competitive Universal Service Coalition suggests that the Commrssion define 
universal service In such a way as to permit any carrier that provides, at a mtnimunl. voice-grade 
connectivity to public telecommunications networks to qualify as an ETC.”’ Specifically. they 
request that the Commission remove toll limitatlon for qualifying low-income consumers. local 
usage, dua l  tone multi-frequency signaling. and single-parry service from the current definition 
because they are based on existing technologies and rate structures and limit carriers‘ creativity 
to create new packages of voice-grade sen,ice5. 

b. Discussion 

88. The Joint Board does not recommend that the Commission remove any ofthe existing 
services from the definition of universal sen’tce ar  this time. While we share this commenter‘s 
desire to encourage creative new packages of voice-grade services. we do not believe 
circumstances have changed significantly with rezard to the core services since the Commission 
adopted the original definition. Therefore, we believe that  the current definition of supported 
services continues to satisfy the statutory criteria and sets an  appropriate minimum level of 
universal service. 

89. In addition, the Commission explicitly considered the principle of  competitive 
neutrality when establishing the list of core services to facilitate competition by non-incumbent 
carriers and carriers utilizing non-wireline technologies. Indeed, the Commission declined to 
include services, such as unlimited local usage. because they would not be competitively neutral 
and could hinder the entrance of competitive wireless ETCs. We have reviewed this matter and 
concur with the Commission’s past findinss. Accordingly, we disagree with the Competitive 
Universal Service Coalition that the existing definition of supported services may disadvantage 
or discourage carriers using non-wireline technologies from seeking ETC status. 

I\’. RECOMMENDING CLAUSE 

90. For the reasons discussed herein. the Federal-State Joint Board on Universal Service, 
pursuant to sections 254 and 410(c) of  the Communications Act of 1934, as amended, 47 U.S.C. 
$ 6  254,41O(c), recommends that [he Commission consider the Joint Board’s recommendations 
regarding the definition of services supported by federal universal service, including the 
posilions regarding equal a c c e ~ .  

ERA1 

- Marl ne H Donch 
Secretary . \  

I ’3  Cornperiiive Univcrsnl Semce Coalition C o r n e n s  ai  1-7 
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